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Althouse Tertre's modern dye plant 
under construction in Belgium will 
advance Crompton & Knowles'position 
in the rapidly growing European 
dyeable synthetic fibres market. 
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HIGHLIGHTS OF 1970 



1970 

1969 

Net sales. 

$77,482,000 

$84,852,000 

Earnings before taxes . 

5,616,000 

7,612,000 

Net earnings .... 

3,156,000 

3,644,000 

Stockholders' equity— 
end of year .... 

36,885,000 

35,908,000 

Average shares 
outstanding. 

2,138,999 

2,152,999 

Per share: 

Net earnings 

$ 1.48 

$ 1.69 

Dividends paid . 

.80 

.80 

Stockholders' equity . 

17.44 

16.70 

Number of stockholders 

4708 

4361 

Number of employees . 

2700 

3100 


To our Stockholders: 

General business conditions throughout the country slowed considerably in 
1970, and economic activity, particularly in the capital goods sector, was at 
recession levels during most of the year. 

A considerable part of our business was thus affected significantly. The 
broader composition of our markets and rigorous profit planning helped us 
temper the downside impact on profits. As with all businesses the surtax 
reduction greatly assisted in partially offsetting the large increases in costs of 
goods and services. 

Total sales for 1970 of $77,482,000 were $7,370,000 or 9% lower than in the 
previous year, although our chemicals group's business forged notably ahead of 
1969. Continuing the trend of recent years, textile machinery accounted for 
46 % of total sales compared with 49 % for 1969. 

Earnings for 1970 were $3,156,000 or $1.48 a share, compared with $3,644,000 
or $1.69 a share a year ago. That the difference was held to these proportions 
in the face of general business conditions and at this low level of activity is a 
reflection of continuing progress toward our objective of improved earnings 
stability. 

Plans for redeployment of assets were developed and aggressively implemented. 

Earnings benefited slightly by actions initiated during the year in our long range 
plan to reorganize our textile machinery operations as a unitary business, and to 
reduce the investment in multiple plants and facilities manufacturing those products. 



Mr. Graziano 
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Senior management plans Crompton & Knowles' future. 
Chart shows approximate 1970 sales by products 
and markets. 


The Worcester, Massachusetts plant was sold and a part leased back; operations 
of plants in Rhode Island and California were consolidated with other facilities 
and the plants placed for sale; group and division managements were realigned 
and strengthened; new construction in the South was begun as a base for 
improving service to customers and further consolidation. Additional phases 
will be undertaken in 1971 and later years. 

The reinforced plastics business located in Massachusetts and Texas was disposed 
of profitably during the year. 

Several other units are in the process of being rearranged. Though realignment 
plans entailed substantial costs, schedules were not curtailed, but were pushed 
toward completion to realize benefits as rapidly as possible. 

To increase market penetration and profitability capital programs totaling $5.5 
million were authorized during the year, the largest annual amount in the 
company's history. 

Record product development programs also were authorized during 1970. 
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Major emphasis continued to be directed to growth areas in machinery 
markets, such as the Weft/Loc knitting machinery program, processes for 
nonwovens and disposables, and advanced systems relating to plastics, wire 
and cable. In the specialty chemicals area major emphasis on new dye 
techniques prompted a sizable expansion of our Pennsylvania dyestuffs plant. 

This record high in development authorization reflected appraisal of the growth 
opportunities in our inventory of projects. Contrary to a normal inclination to 
cut back in this essential area during a troubled year, original authorizations 
actually were increased. The corporation is fortunate to have the talents and 
meritorious projects permitting this vital balancing of the future with the present. 

Plans for growth, internally and by acquisition, also received major emphasis. 

A systematic, comprehensive and coordinated approach was developed. 
Agreement was reached to acquire the plastics processing machinery businesses 
of Hobbs Manufacturing Company in Massachusetts and its Canadian 
subsidiary Hobbs-Williams Machinery Limited. 

Product lines are in the process of being added to the packaging machinery 
business. A food, drug and cosmetics materials department was created in the 
chemicals group to develop the U.S. market for such products. 

The reciprocal marketing agreement with LIBA-Maschinenfabrik, GmbH of 
West Germany enabled us not only to enter into the fast growing knit area with 
a quality name, but also affords the opportunity to launch and expand our 
Weft/Loc program more quickly and effectively. 

The executive offices of the corporation, located in Worcester, Massachusetts 
since the company began in 1840, were moved to New York late in 1970. 

This was part of an overall plan to put the corporate offices and operations 
closer to the company's markets. The growth of operations in the South, the 
geographic locations of other businesses acquired in our continuing 
diversification, and expanding overseas business make the New York area a 
logical base for corporate headquarters. 

During the year Frederic W. Howe, Jr., Chairman of the Board, retired after 43 
years of service with the corporation. Carl S. Forsythe, member of the firm of 
Forsythe, McGovern, Pearson & Nash, and a director of the corporation since 
1953, was elected to fill the vacancy caused by Mr. Howe's retirement. 

At the time this is written, the latest economic indicators are mixed. The period 
ahead appears to be a difficult one. Soft markets will be a real problem 
especially in the first part of our year. Beyond this, Crompton & Knowles is 
strong as a result of marketing and profit programs of the last 12 months and 
faces the future prepared to create and make the most of opportunities in this year. 


January 26, 1971 
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Mr. Barringer 


FINANCIAL REVIEW 

Total sales of $77,482,000 for 1970 were subdivided into $59,228,000 of 
industrial machinery and $18,254,000 of specialty chemicals. Major classes of 
machinery included textile equipment $35,651,000, plastics processing 
and packaging machinery $17,856,000, and automotive and other products 
$5,721,000. 

The growth of the two product groups above may be noted from the chart 
shown here. In the last ten years specialty chemicals volume has more 
than quadrupled, and that of industrial machinery more than doubled. 

Particularly noteworthy is the significant growth in specialty chemicals over the 
last ten years, both in absolute values and as a percentage of total sales: in the 
former instance from $4,351,000 in 1961 to $18,254,000 in 1970, and as a 
fraction from 13% to 24% of total consolidated sales. 

Industrial machinery and related products during the same ten years grew in 
volume from $28,300,000 in 1961 to $59,228,000 in 1970. But as a portion 
of total business such sales declined from 87% in 1961 to 76% in 1970. The 
lessening dependence on capital goods markets illustrated by these comparisons 
is particularly marked in the instance of textile machinery which dropped from 
65 % of total sales in 1961 to 46 % in 1970. 

Service parts and changeover sales of $17,303,000 were included in 1970's 
industrial machinery business, compared with $19.2 million in 1969. This, 
with the addition of $18,254,000 of specialty chemicals sales, accounted for 
$35,557,000, or 46% of all business done in 1970. This broader foundation of 
consumable products, viewed with the comparative background above, affords 
expanding freedom from cyclical swings generally associated with capital goods. 
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Export and foreign sales of our manufacture for 1970 were $17,229,000 
or 22 % of total shipments. This compares with $15,164,000 or 18 % in 
1969. In addition, foreign licensees manufactured and sold $6.5 million of 
Crompton & Knowles products in 1970, an important source of royalty income. 

Of net earnings of $3,156,000 for 1970, an estimated amount of $1,956,000 
arose from industrial machinery and related products operations, and an amount 
estimated at $1,200,000 from specialty chemicals operations. 

The 4 1 % ratio of net earnings to sales for 1970 was substantially the same as 
in the previous year in which sales were higher. Gross profit exclusive of 
depreciation increased to 28% in 1970 from 26.9% in 1969. These margins 
arise from sales of proprietary and nonproprietary lines. Margins on $12.6 million 
sales of purchased items manufactured by others and on sales of nonproprietary 
lines such as truck components, necessarily result in returns on sales lower than 
would be the case were proprietary items involved. 

The corporation's balance sheet at the year-end showed continued financial 
strength. Working capital, total assets, and net worth all increased. Simple 
capital structure and access to medium and long term funds provide a sound 
and flexible base for growth. 

Negotiations are currently underway with an institutional source to provide 
additional flexibility and some expansion of the corporation's long term 
financing commitments. Proceeds will be used for working capital purposes. 

During the year an aggregate of 35,100 shares of the company's stock at 
an average cost of $13.48 a share was bought for the treasury. The average 
cost of the 66,090 treasury shares held at the year-end was $13.96 a share. 

These shares will be used for general corporate purposes. 


Cash dividends at the annual rate of 80 cents a share were paid quarterly in 
1970. Cash dividends have been paid annually on common stock for over 

sixty years with the one exception 


Sales 1961 and 1970 



B—Plastics and Packaging Machinery 
C—Automotive and Other Products 


of 1932. 

Backlog of customers' commitments 
at the close of the year for new 
machinery and truck components 
totaled $16 million. Orders for 
specialty chemicals and machinery 
repair parts are filled from inventory 
stocks and thus are excluded from 
backlog. 


James Barringer 
Executive Vice President 

January 26, 1971 
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INDUSTRIAL MACHINERY 

Sa/es $53,507,000 

Textile Machinery: Weaving, knitting, nonwoven. yam preparation and finishing machinery for 
apparel fabrics, home furnishings and industrial textiles 

Wire and Plastics Machinery: Extrusion systems for insulated wire and cable, plastic pipe, sheet, 
film, synthetic fibers, plastics compounding and extruded rubber products 

Packaging Machinery: Cartoning, wrapping and pouching machinery for foods. pharmaceuticals, 
cosmetics, paper and industrial products 

Major plants located in Connecticut, Georgia, Illinois. Massachusetts, Michigan. 

North and South Carolina and Rhode Island 


The widespread downturn in the economy reached into many areas served by 
machinery operations to the extent that overall sales and earnings of 
machinery lines were less than the previous year. Customers deferred 
commitments for new equipment to restrict capital expenditures until a more 
favorable economic climate appears. 

Not all machinery business was depressed, however. Bright spots included the 
demand for nonwoven equipment, which continued to move ahead, as did sales 
of wire machinery, particularly in the communications market. Inquiries for 
wire, plastics and most types of packaging machinery were at a consistently 
high level throughout the year, indicating a sizable potential demand for new 
equipment held back awaiting improvement in the general economy. 

While the 1970 results fell short of earlier expectations, they did confirm the 
soundness of our machinery business strategy: to improve service to all 
customers; to realign manufacturing operations into fewer, more versatile 
plants; to reorganize the several mostly autonomous machinery businesses into 
larger units and to concentrate on the growth segments of industries served. 


PRODUCT AND MARKET DEVELOPMENT 

Further improvements in nonwoven systems strengthened Crompton & Knowles' 
position as the leading domestic producer of this type of equipment. 

New developments included an advanced model Fiber/Locker to produce 
mechanically bonded nonwovens at faster speeds and a safer, more serviceable 
garnett requiring 50 per cent less floor space to make webs used in all nonwovens. 
Encouraging progress also was made to develop less costly disposable fabrics. 

The company entered the rapidly expanding knit market during the year by the 
introduction of the Weft/Loc knitting machine which employs a unique filling 
insertion principle of Crompton & Knowles invention, and by a reciprocal 
marketing agreement with LIBA-Maschinenfabrik, GmbH, West Germany, one 
of the world's foremost knitting machinery manufacturers. 

Weft/Loc produces economically a wide range of fabrics combining the best 
features of woven and knitted materials including those used for lightweight 
wearing apparel, engineered industrial textiles and home furnishings fabrics. 
Prototypes are now in field test operation and selected selling will begin in 1971. 


A new fabric forming dimension, Weft/Loc produces 
materials having the best characteristics of knits and 
wovens. 














Affiliation with LIBA will assure rapid international introduction of Weft/Loc 
by its association with LIBA's widely accepted raschel and tricot knitting 
machines. 

While emphasis is being placed on the development of new equipment for the 
faster growing segments of the industry, the company continues to develop new 
methods to improve conventional textile processes. Woven fabrics, a very large 
but slower growing market, represent a potential for replacement of hundreds of 
thousands of weaving machines now in use, many more than 20 years old. 
Consequently, the program to develop weaving machinery of greater productivity 
remains important and is continuing. 

Wire and cable production continues to grow supported by expansion of the 
electric power, communications and construction industries. The development of 
a high-speed device to automatically load and discharge reels of communication 
wire is expected to enhance Crompton & Knowles' position in the wire and 
cable machinery market. Additional emphasis on systems engineering also 
reinforced the company's capability to integrate the wire-drawing and insulating 
processes and to advise customers on other processes needed to produce power 
cable. 

Research into the behavior of plastic and rubber materials in the extrusion 
process carried on daily in Davis-Standard Division's modern laboratory is the 
basis for development of better wire insulating and plastics forming machinery. 

This year Davis-Standard research solved the difficult problem of extruding high 
density polyethylene used extensively in plastic pipe and recreational vehicles, 
mobile homes, toys and other leisure products. Also vinyl with low additive 
content was successfully extruded thus making this resin available with the 
minimum contamination acceptable to government standards for use in plastics 
products for the medical and food industries. 

Crompton & Knowles agreed to acquire Hobbs Manufacturing Company with 
acquisition to be completed early in 1971. Hobbs makes winders and 
unwinders for the plastics and paper industries, products not currently built by 
Crompton & Knowles. It also offers a line of extruders and blown film equipment 
designed to produce plastics products for markets not now served. With 
headquarters and main plant in Worcester, Massachusetts, and a wholly owned 
subsidiary, Hobbs-Williams Machinery Limited, in Toronto, Canada, Hobbs will 
be added to the wire and plastics machinery group. 

Growth in food, drug and cosmetics industries commanded special new product 
development attention from the packaging machinery group. A new type of 
Redington cartoner was offered to insert advertising material and tubes of 
toothpaste into cartons at speeds up to 350 units a minute. New models of 
pouching machines were introduced to package individual units of a wide range 
of pharmaceuticals at speeds up to 1200 packages a minute. 

Overwrapping equipment lines will be extended importantly by the acquisition in 
January 1971 of the shrink and sleeve wrapping machinery of Aerco, Inc., 
Woburn, Massachusetts. Supplementing existing Crompton & Knowles wrapping 


Davis-Standard precision extrusion systems produce CATV 
cable having the critical tolerances required to assure 
television reception of maximum clarity. 
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techniques by the use of a perimeter seal method, this versatile equipment 
wraps many food and industrial products with minimum use of packaging film. 

PLANT CONSOLIDATION 

Significant progress was made toward the consolidation of machinery production 
facilities to reduce costs and improve return on investment. 

Construction began on a new plant on a 24-acre site in Burlington, North 
Carolina, near many of the larger customers in the textile industry. Scheduled 
to be in operation by mid 1971, the new facility will be used for machining and 
assembly of textile equipment and the warehousing of replacement parts. In 
nearby Mooresville, North Carolina, modernization and expansion of the plant 
and foundry were completed. This facility specializes in gears and cylindrical 
parts for Crompton & Knowles and other machinery builders. 

The Worcester, Massachusetts machinery manufacturing complex was sold in 
mid-year. About one-third of the plant has been leased back to house a 
streamlined machining operation for the manufacture of weaving machinery 
parts and automotive components. Additional steps taken to consolidate textile 
machinery production into fewer plants included closing the relatively small 
facilities in Pawtucket, Rhode Island and Gardena, California, and moving their 
manufacturing activities to other locations. The investment in these plants 
will be recovered in 1971 by sale. 

As machinery businesses have been acquired, the number of locations from which 
products are manufactured and sold has multiplied. The steps already taken 
will reduce investment and improve return. Other operations are being reviewed 
and further consolidation is expected in 1971. Administratively, moves were 
initiated during the year to consolidate five largely autonomous textile machinery 
businesses into a single organization to better serve markets by optimizing use of 
personnel in the manufacturing, product development and marketing functions. 

FOREIGN OPERATIONS 

Overseas demand for machinery lines continued to advance in 1970. Export sales 
of wire and plastics machinery merited Crompton & Knowles' second "E" award 
from the U.S. Department of Commerce "for export excellence". 

Sales by Nihon Davis-Standard Limited, the joint venture manufacturing and 
marketing wire insulating systems in Japan, reached a new record in 1970 for 
the fifth consecutive year. Plans are being developed to use this organization 
to market other machinery lines in the Far East. 

AUTOMOTIVE AND OTHER PRODUCTS 

Sa/es $5,721,000 

The generally slower pace of activity in the automotive industry led to lower 
shipments of truck components as compared with 1969. Further improvement 
in production efficiencies held profitability to approximately the levels of 
last year. Crompton & Knowles continues to be a significant supplier of certain 
components of light trucks to one of the major automobile manufacturers. 


Redington Division machinery increases productivity for Ronzoni 
Macaroni Co., Inc. by wrapping and cartoning spaghetti more 
than twice as fast as older methods and with fewer operators. 
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SPECIALTY CHEMICALS 

Sales $18,254,000 

Dyes and chemicals for fabrics and yarns of synthetic and natural fibers 

Flavors and colors for soft drinks, liqueurs, candies, meats, bakery and dairy products and 
pharmaceuticals 

Fragrances for perfumes and cosmetics 
Colors for plastics products 

Major plants located in New Jersey, Pennsylvania, Belgium and the Netherlands 

Specialty chemical sales rose 33 per cent in 1970 to $18,254,000, a record 
24 per cent of the company's total revenues. Higher textile dye and food 
color sales in the U.S., and a strong start by Althouse Tertre in its first full year 
of dye sales in Europe were largely responsible. 

DYES AND TEXTILE CHEMICALS 

Sales of dyes to the U.S. textile industry continued to increase largely because of 
the growth of synthetics for which Althouse dyes are particularly well suited. 
Althouse has long been a leading name for nylon dyes for woven and knit apparel 
fabrics, upholstery, hosiery, seat belts, automotive carpet and other textiles. 

Shipments of disperse dyes for the rapidly growing polyester fiber market 
increased significantly over those of a year ago for the second consecutive year. 
Sales of modified basic dyes for acrylic fibers also rose satisfactorily. 

Sales of dyes to the floor covering industry doubled in 1970 despite 
generally lower carpet production. Much of this progress was achieved as a 
result of the increased effectiveness of programs begun in 1969 to service the 
floor covering industry. 

Customer consumption of dyes for synthetic fibers has reached the point where 
expansion of the Gibraltar, Pennsylvania plant has been undertaken. 

Construction of a $1.5 million addition, started in October, is expected to be 
completed in the third quarter of 1971 with full production beginning shortly 
thereafter. Permitting output to be increased by as much as 50 per cent, the 
expanded facility will add aqueous dye manufacturing capacity and provide 
solvent dye manufacturing capability for disperse, modified basic and acid dyes. 

The first full year of operations of Althouse Tertre, S.A., the European dye 
manufacturing subsidiary, was encouraging. Its new $2.2 million plant in 
Belgium was substantially completed at the year-end and is expected to be 
in production by the end of the first quarter of 1971. This is the first dye plant 
built in Europe involving majority U.S. ownership. 

The new plant incorporates those manufacturing and quality techniques which 
have proved so successful in the operation of Althouse's Gibraltar plant. In 
combination with latest European techniques, it provides one of the most 
outstanding dyestuff facilities on the continent. 


Althouse technicians solve floor covering customers' 
coloring problems on equipment simulating modern carpet 
dyeing processes. 
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A related customer service laboratory was established in Brussels staffed with 
technicians previously located elsewhere in Belgium and Germany. 

There has taken place at the same time an accelerating exchange of technology 
between Althouse in the U.S. and Althouse Tertre in Europe in important 
phases of product development, research, manufacturing and marketing aimed 
at additional market penetration and lower operating costs. 

FOOD, DRUG AND COSMETIC MATERIALS 

Strengthened customer technical service, product development and marketing 
helped sales at Coene, S.A., Crompton & Knowles' flavor producing subsidiary in 
Belgium, to improve appreciably in 1970. Coene's customer service laboratory 
was expanded, and a technical director experienced in both U.S. and European 
markets was added to management. Further improvements are expected in 
Coene's performance in 1971. 

The new food, drug and cosmetics materials department began operations in the 
U.S. early this year with the objective of expanding activities in markets 
in this country for food colors, flavors and fragrances. New forms of colors 
were developed to satisfy the changing needs of the bakery, confectionery and 
snack foods industries. The line of cosmetic colors was broadened as part of a 
program to offer a complete range of shades by the end of 1971. 

Coene's flavors for liqueurs and cordials, long successful in Europe, were 
introduced to the American liquor industry during the year. As the year closed 
the department began marketing the fragrance compounds of Coene and other 
foreign associates to U.S. toiletries manufacturers. Further expansion of 
product lines to supply the U.S. food, drug and cosmetic industries will take 
place in 1971. 

OTHER CHEMICALS OPERATIONS 

Orlex Dyes & Chemicals Corporation, Crompton & Knowles' chemical marketing 
subsidiary, achieved sales and earnings levels substantially above 1969. This 
excellent performance results from Orlex' ability to recognize and to capitalize 
on international trading opportunities in organic intermediates used in the 
manufacture of industrial and agricultural chemicals, pharmaceuticals, 
photographic products and dyestuffs. 

The downturn experienced by plastics fabricators and delays in the installation of 
new color mixing equipment led to disappointing results in the small plastics 
colorant operation. Consolidation and reorganization of resources are planned 
to improve this operation in 1971. 


Fresh fruits are the raw materials for Coene's pure flavors. 1 5 



CONSOLIDATED EARNINGS 
AND RETAINED EARNINGS 

YEAR ENDED DECEMBER 31, 1970 WITH COMPARATIVE FIGURES FOR 1969 


1970 

Net sales .$77,481,589 

Cost of sales . 55,791,345 

Gross profit, exclusive of depreciation. 21,690,244 

Royalties and commissions income. 554,348 

Other income, net. 649,060 

22,893,652 

Selling, general and administrative expenses. 14,539,418 

Depreciation . 1,738,501 

Interest expense. 1,000,160 

17,278,079 

Earnings before income and state taxes. 5,615,573 

Income and state taxes: 

Federal and foreign income taxes (note 5). 2,038,135 

State taxes. 421,517 

2,459,652 

NET EARNINGS. 3,155,921 


Retained earnings at beginning of year. 25,453,022 

Addition resulting from pooled acquisitions. — 

As restated. 25,453,022 

28,608,943 

Deduct cash dividends paid, $.80 per share. 1,711,199 

Retained earnings at end of year .$26,897,744 


Net earnings per share based on the weighted average number 

of shares outstanding each year.$ 1.48 


See accompanying notes to consolidated financial statements. 


CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 


1969 

84,851,611 

62,055,996 

22,795,615 
523,892 
215,080 

23,534,587 

13,302,679 
1,769,363 
850,320 

15,922,362 

7,612,225 


3,432,946 

535,569 

3,968,515 

3,643,710 


22,817,047 

683,608 

23,500,655 

27,144,365 

1,691,343 

25,453,022 


1.69 
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CONSOLIDATED SOURCE 
AND USE OF FUNDS 

YEAR ENDED DECEMBER 31, 1970 WITH COMPARATIVE FIGURES FOR 1969 


1970 

FUNDS WERE PROVIDED BY: 

Net earnings after all charges.$3,155,921 

Charges to earnings, such as depreciation and amortization, 

not requiring funds. 1,671,350 

Funds from earnings for the year. 4,827,271 

Long-term debt increase (decrease) . 1,001,496 

Sale of marketable securities. — 

Decrease (increase) in investments in non-consolidated subsidiaries . 85,094 

Sale of plant and equipment, less accumulated depreciation . . . 1,832,491 

Net working capital of subsidiary not previously consolidated 

and in 1969 of newly acquired subsidiaries. 348,869 

Sales of 600 (1969 - 5,333) shares of treasury stock under 

stock option plan. 6,375 

Total funds provided .$8,101,596 


1969 


3,643,710 

1,807,757 
5,451,467 
(243,405) 
599,650 
(1,147,518) 
252,025 

594,400 

82,328 

5.588,947 


FUNDS WERE USED FOR: 

Cash dividends paid to stockholders at the rate of $.80 a share . . 1,711,199 

Purchase of machinery, equipment and other productive facilities . . 3,883,583 

Purchase of 35,100 (1969 - 19,500) shares of treasury stock . . 473,281 

Notes and securities received on sale of plant and equipment . . . 1,157,000 

Other. 108,829 

Increase in working capital. 767,704 

Total funds used .$8,101,596 

See accompanying notes to consolidated financial statements. 


1,691,343 

2,051,898 

366,025 

224,759 

1,254,922 

5,588,947 


CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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CONSOLIDATED BALANCE SHEET 

DECEMBER 31, 1970 WITH COMPARATIVE FIGURES FOR 1969 


ASSETS 
Current assets: 

Cash. 

Marketable securities, at cost 

(market— $68,322) plus accrued interest. 

Notes and accounts receivable, less allowance for doubtful items 
$362,739 (1969 - $365,382). 

Inventories, at the lower of first-in, first-out cost or market: 
Finished goods and manufactured parts. 

Work in process. 

Raw materials and supplies. 

Total inventories. 

Prepaid expenses. 

Total current assets. 

Other assets: 

Investment in non-consolidated subsidiaries, 

at equity in net assets (note 1) . 

Other. 

Total other assets. 

Property, plant and equipment at cost, less accumulated depreciation 
and amortization of $16,037,879 (1969—$19,122,062) (note 2) . 

Formulae, trademarks, trade names, patents and patent rights, less 
accumulated amortization $565,069 (1969 - $493,003) . 

Costs of acquisitions in excess of underlying 

net book values. 


1970 

1969* 

1,816,865 

1,538,427 

93,359 

98,360 

15,677,950 

15,426,225 

11,899,253 

3,482,567 

5,112,537 

11,106,433 

3,887,430 

3,712,202 

20,494,357 

990,692 

39,073,223 

18,706,065 

715,975 

36,485,052 

604,438 

1,879,431 

2,483,869 

1,414,032 

758,720 

2,172,752 

16,096,529 

15,278,228 

322,477 

372,057 

5,119,819 

4,888,986 

63,095,917 

59,197,075 


♦Certain accounts have been reclassified to conform to 1970 presentation. 
See accompanying notes to consolidated financial statements. 

CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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LIABILITIES AND STOCKHOLDERS' EQUITY 


1970 


Current liabilities: 

Notes payable and installments on long-term debt (note 3) $ 4,049,283 

Accounts payable. 7,440,081 

Accrued expenses. 3,173,195 

Federal and foreign income taxes and state taxes . 676,788 

Total current liabilities. 15,339,347 


Pensions (note 4). 324,000 

Long-term debt (note 3). 8,484,008 

Deferred Federal income taxes (note 5). 1,821,724 

Minority interest. 241,400 


Stockholders' equity: 

Common stock, $5 par value: 
Authorized 4,000,000 shares 


Issued 2,181,364 shares. 10,906,820 

Additional paid-in capital (note 6). 3,712 

Retained earnings . 26,897,744 

37,808,276 

Less 66,090 shares held in treasury, at cost (1969-31,590 shares) (note 6) . 922,838 

Total stockholders' equity. 36,885,438 


$63,095,917 


1969* 


3,529,093 
5,328,560 
3,006,191 
1,655,036 

13,518,880 


405,000 


7,330,191 


2,035,382 


10,906,820 

25,453,022 

36,359,842 


452,220 
35,907,622 
59,197,075 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


(1) Principles of consolidation 

The consolidated financial statements include the ac¬ 
counts of all subsidiaries except three wholly owned 
subsidiaries considered to be not material. The invest¬ 
ments in the non-consolidated subsidiaries are carried 
at the Company's equity in their net assets, and the 
earnings for the year are included in other income. In¬ 
cluded in the consolidation for the first time are the 
accounts of one 75% owned subsidiary based on un¬ 
audited financial statements. The accounts of this 
subsidiary were included in the 1969 financial state¬ 
ments on the basis of the Company's equity in its net 
assets and operating results. This change in account¬ 
ing treatment had no effect on net earnings. 


(2) Property, plant and equipment 
Property, plant and equipment at cost: 

1970 

Land.$ 828,210 

Building and building 

improvements . 6,300,247 

Machinery and equipment 17,564,524 
Machinery leased to 

customers . . . 686,223 

Furniture and fixtures and 
miscellaneous 

equipment . . . 3,081,672 

Patterns, drawings, jigs, 
fixtures and small tools 1,286,300 
Construction in progress 2,387,232 


$32,134,408 


1969 

929,074 

10,461,687 

18,224,559 

680,978 


2,645,554 

1,286,300 

172,138 

34,400,290 


Depreciation of property, plant and equipment is com¬ 
puted generally on the straight-line method at rates 
which are sufficient to write off the cost of the assets 
over their estimated useful lives. Rates used are: 
buildings and building improvements 2%-20%; ma¬ 
chinery and equipment 3%-20%; furniture and fixtures 
and miscellaneous equipment 4%-33V$ %. 


(3) Long-term debt 


Long-term 

5% sinking fund note 
payable in annual in¬ 
stallments of $265,000 


until 1982 
7.85% notes due in 
installments from 
through 1989 
7.15% notes due in 
installments from 
through 1978 
4%% to 7%% notes 
maturing through 



$ 2,910,000 

equal 

1976 

1,500,000 

equal 

1972 

1,393,728 

1979 

2,680,280 


$8,484,008 


Current 

Installments 


265,000 


216.486 

481.486 


(4) Pensions 

The Company and its subsidiaries have non-contrib¬ 
utory pension plans covering substantially all of their 
employees, the costs of which are being funded in ac¬ 
cordance with generally accepted actuarial methods 
which provide for the payment of current service costs 
plus the amortization of past service costs over periods 
not exceeding thirty years. Total pension expense for 
the period, before applying the credit described below, 
was $1,166,101 including amortization of past service 
costs. As a result of 1964 amendments to several of 
the plans, $324,000 (net after taxes) included in 
liabilities in the accompanying balance sheet is no 
longer required and is being credited to earnings at the 
rate of $81,000 per year. The actuarially computed 
value of vested benefits as of January 1,1970 exceeded 
by an amount estimated to be $1,065,000 the sum of 
the pension fund assets, valued at cost, plus the balance 
sheet accrual for pensions. 

(5) Federal and foreign income taxes 

Taxes currently payable . . $2,332,135 

Deferred taxes. ( 140,000) 

Amortization of investment credit ( 74,000) 

Provision made in prior years no longer 

required. ( 80,000) 

$ 2,038/135 


The relatively low effective tax rate in 1970 is due 
primarily to items of non-taxable income, expenses 
charged to operations in prior years deductible for tax 
purposes in 1970, and the availability in 1970 of a tax 
loss carry forward of a subsidiary. 

Benefits derived from the investment credit provided by 
the Revenue Act of 1962 are being deferred ratably to 
future operations. The balance at December 31, 1970, 
$419,456, is included in Deferred Federal income taxes. 

(6) Stock options 

The Company's 1966 Qualified Stock Option Plan pro¬ 
vides for granting options to officers and key employees 
to purchase 100,000 shares of the Company's common 
stock at prices not less than 100% of the market value on 
the date of grant. Options are exercisable on a cumula¬ 
tive basis between two and five years from the date 
granted. At December 31, 1970, 12,000 shares were 
available for future grants. There were outstanding 
under this plan at December 31, 1970 options to pur¬ 
chase 82,667 shares, net of cancellation of 10,000 
shares, at prices ranging from $15.44 to $22.25 a share. 
No options were granted or exercised during the year. 
At December 31, 1970, options to purchase 24,329 
shares were exercisable under this plan at prices ranging 
from $15.44 to $17.75 a share. 
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Under an earlier plan, there were outstanding at De¬ 
cember 31, 1970 options to purchase 11,800 shares at 
prices ranging from $10.63 to $16.75 a share. During 
the year, options were exercised to purchase 600 shares 
at $10.63 a share or a total of $6,375 compared with the 
market price of $12.38 a share or a total of $7,428. 
The excess of proceeds received under these options 
over the cost of such stock to the Company, $3,712, has 
been credited to Additional paid-in capital. At Decem¬ 
ber 31, 1970, options to purchase 8,600 shares were 
exercisable. 

The Company's 1970 Qualified Stock Option Plan, 
similar in all respects to the 1966 plan, has 100,000 
shares available for granting of options up to April 1980 
at a price of 100% of the market value at date of grant. 
There were no options granted under this plan during 
1970. 

(7) Long-term leases 

Real estate and production facilities are being leased 
by the Company under long-term agreements. Per¬ 
tinent details of the leases are summarized below: 



Initial 


Average 


term 

Expiration 

annual 


(years) 

date 

rentals 

Land and building 




(5 leases for 5 plants 




and 1 office) 

9-25 

1979-1989 

$578,000 

Machinery and equip¬ 




ment (9 leases) 

5-10 

1972-1976 

476,700 


In addition to the annual rentals stated above, except 
for the office lease, the Company is required to pay in¬ 
surance, real estate taxes, maintenance and repairs, etc. 

The leases on four of the plants, which are owned by 
four of the Company's pension trusts, provide for re¬ 
newal options of two additional five-year periods and 
thereafter on a year-to-year basis at an annual rental of 
40% of the rent to be paid during the last year of the 
initial term of the leases. The lease on the remaining 
plant provides for renewal options of two additional 
five-year periods at $10,000 per year. 

The Company has the option to purchase the machinery 
and equipment covered by one ten-year lease at prices 
substantially equivalent to the present value of the un¬ 
paid lease payments. All other machinery and equip¬ 
ment leases provide for subsequent unlimited one-year 
renewals at nominal rentals. 

During the year the Company sold its Worcester facilities 
for cash and notes in an amount which approximated 
net book value. Included in Other assets are notes 
amounting to $1,080,000 payable in four annual in¬ 
stallments of $120,000 each and the balance payable 
in 1976. In connection with the sale the Company 
leased back part of the facilities for a period of five years 
at an annual rental of approximately $400,000 with a 
renewal option of another five years at the same rent. 

(8) Subsequent events 

In January 1971 the Company acquired another busi¬ 
ness for cash of $1,300,000 which approximated the 
underlying equity in net assets. 


AUDITORS' REPORT 


THE BOARD OF DIRECTORS AND STOCKHOLDERS 
CROMPTON & KNOWLES CORPORATION: 

We have examined the consolidated balance sheet of Crompton & Knowles Corporation and subsidiaries as of 
December 31, 1970 and the related statement of earnings and retained earnings and the consolidated source and 
use of funds statement for the year then ended. Our examination was made in accordance with generally ac¬ 
cepted auditing standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the above mentioned financial statements present fairly the financial position of Crompton & Knowles 
Corporation and subsidiaries at December 31, 1970 and the results of their operations and source and use of funds 
for the year then ended, in conformity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


January 26, 1971 




CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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RECORD OF GROWTH- 

10 YEARS ENDED DECEMBER 31,1970 



1970 

1969 

1968 

1967 

OPERATIONS 

Net sales. 

$77,481,589 

84,851,611 

76,011,228 

66,120,296 

Earnings before income and state taxes 

$ 5,615,573 

7,612,225 

6,670,496 

4,674,433 

Federal and foreign income and state taxes 

$ 2,459,652 

3,968,515 

3,656,735 

2,345,735 

Net earnings. 

$ 3,155,921 

3,643,710 

3,013,761 

2,328,698 

Net earnings as a per cent of sales .... 

4.1 

4.3 

4.0 

3.5 

Dividends paid . 

$ 1,711,199 

1,691,343 

1,651,629 

1,636,423 

Depreciation. 

$ 1,738,501 

1,769,363 

1,511,203 

1,373,419 

FINANCIAL POSITION 

Current assets. 

$39,073,223 

36,485,052 

36,665,985 

32,707,636 

Current liabilities. 

$15,339,347 

13,518,880 

14,580,037 

11,625,094 

Working capital . 

$23,733,876 

22,966,172 

22,085,948 

21,082,542 

Ratio of working capital. 

2.5 

2.7 

2.5 

28 

Long-term debt . 

$ 8,484,008 

7,330,191 

7,308,596 

3,768,994 

Capital expenditures (excluding 
amounts acquired on acquisition of 
subsidiaries and going businesses) 

$ 3,883,583 

2,051,898 

2,986,344 

1,440,328 

Stockholders' equity. 

$36,885,438 

35,907,622 

33,122,570 

31,629,420 

OTHER STATISTICS 

Per share: 

Net earnings . 

$ 1.48 

1.69 

1.46 

1.13 

Dividends paid . 

$ .80 

.80 

.80 

.80 

Working capital . 

$ 11.22 

10.68 

10.68 

10.24 

Stockholders' equity . 

$ 17.44 

16.70 

16.02 

15.36 

Average shares outstanding. 

2,138,999 

2,152,999 

2,064,536 

2,060,186 

Net earnings as a per cent of stock- 

holders'equity at beginning of year .... 

8.8 

11.0 

9.5 

7.7 


CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1966 


66,142,900 

5,889,373 

2,965,941 

2,923,432 

4.4 

1,604,686 

1,291,295 


31,637,308 

11,559,592 

20,077,716 

2.7 

4,062,474 


1,971,231 

30.237,145 


1.46 

.80 

10.03 

15.11 

2,002,970 

10.1 


1965 


62,001,703 
6,924,922 
3,767,116 
3,157,806 
5.1 

1,385,388 

1,220,568 


28,737,661 
9,429,664 
19,307,997 
3.0 

4,555,954 


1,978,228 

28,857,573 


I. 59 
.70 

9.66 

14.44 

1,981,128 

II. 2 


1964 


52,354,356 

6,345,600 

3,654,733 

2,690,867 

5.1 

1,164,232 

1,167,480 


26,543,620 

8,227,940 

18,315,680 

3.2 

5,070,434 


1,445,479 
28,180,013 


1.39 

.60 

9.30 

14.31 

1,940,384 

10.1 


1963 


45,580,820 
5,507,120 
3,249,100 
2,258,020 
5.0 

1,158,160 

1,097,518 


24,236,878 
7,518,875 
16,718,003 
3.2 

5,383,914 


1,293,079 

26,548,959 


1.17 

.60 

8.68 

13.78 

1,929,932 

8.8 


1962 


44,350,017 
4,302,151 
2,362,475 
1,939,676 
4.4 

1,158,949 

1,053,456 


22,458,729 

6,562,136 

15,896,593 

3.4 

5,676,994 


1,011,087 

25,544,704 


1.00 

.60 

8.22 

13.21 

1,930,750 

8.1 


1961 


32,650,669 

5.163.214 
2,570,000 

2.593.214 
8.0 

938,209 

828,141 


18,697,992 
7,423,772 
11,274,220 
2.5 

1,263,000 


1,240,703 

23,848,982 


I. 37 
.50 

6.03 

12.75 

1,887,584 

II. 4 


Amounts per share are stated after appropriate adjustments for the stock split 
effective March 29, 1966 and for the number of shares held in treasury. 
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